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In late August, Britain's Hong Kong Shanghai Bank (HSBC) reached an agreement to acquire full
control of Grupo Financiero Bital, Mexico's fifth-largest bank. HSBC, which paid US$1.14 billion for
Bital, fills a void left when Dutch financial corporation ING Groep NV canceled an earlier agreement
to purchase a 19% share of the bank for US$200 million (see SourceMex, 2002-08-07).
HSBC executives said the acquisition is part of the British bank's strategy to expand its operations in
the member countries of the North American Free Trade Agreement (NAFTA). If the transaction is
approved by Mexican financial authorities, Bital would become HSBC's second acquisition in North
America. In 1999, the bank acquired Republic National Bank of New York for about US$9.8 billion.
The Republic acquisition made HSBC the 10th-largest bank in the US. The bank is also the seventhlargest institution in Canada. "[This transaction] will enable us to become one of the few banks that
can facilitate trade in a seamless manner among the three NAFTA countries," said HSBC executive
Alexander Flockhart, who is expected to become Bital's chief after the acquisition is completed.

Opinions mixed on incursion of foreign banks
HSBC's incursion into the Mexican market has further raised concerns about the foreign domination
of the Mexican banking sector, which is now 92% in the hands of multinational corporate banks.
These banks are based primarily in Spain, the US, Canada, and now Britain. The foreign banks have
brought an infusion of capital into an ailing industry but have failed to improve the availability of
credit, particularly for small enterprises.
Critics say the foreign- owned banks continue to channel their loans primarily to Mexico's 300
largest corporations. Another problem with the growth in the foreign ownership of Mexican banks is
the increase in the cost of services. "The cost of acquiring Mexican institutions has been high for the
foreign owners, which has forced them to try to recover their costs by charging higher rates," said
Javier Foncerrada Izquierdo, director of Grupo Inbursa. Inbursa is the smaller of two major banks in
Mexico that are still controlled by Mexican interests.
But some financial analysts suggest the consolidation of the banking system in foreign hands will
eventually result in greater credit availability as the Mexican affiliates of the foreign institutions
gain a sounder financial footing. "Mexico is really going to see a lot more competition in the coming
years," said Bruno Pereira, Latin America banking analyst for UBS Warburg in Rio de Janiero.
Others contend that a strong banking system will help shield Mexico against a financial crisis similar
to those experienced recently in South America. "The whole system is now filled with strong banks,
so a shock in the region might not affect Mexico as much," said economist Jose Benito Berber of
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the consulting company IDEAGlobal. Othon Ruiz Montemayor, president of the Asociacion de
Banqueros de Mexico (ABM), said foreign banks will not escape needed government regulation,
as some critics contend. "Foreign banks are subject to the same banking norms as domestic
institutions," said Ruiz Montemayor.
Still, the surge in foreign ownership of Mexican banks, as well as the merger of a handful of Mexican
institutions, has resulted in massive layoffs of workers in the banking industry. Statistics from the
Federacion Nacional de Sindicatos Bancarios (FENASIB) show the number of employees in the
banking industry has declined to about 100,000 workers. This compares with 200,000 employees
before the banking sector was reprivatized by former President Carlos Salinas de Gortari in 1991
and 170,000 before the recent wave of foreign purchases and domestic mergers. "The loss of jobs
in our sector has reached critical proportions," said FENASIB secretary general Enrique Aguilar
Borrego, who also represents the former governing Partido Revolucionario Institucional (PRI) in the
Chamber of Deputies.
HSBC spokespersons said they could not guarantee that they could retain the current job force
at Bital. "You can never say never to job losses or restructuring," said spokesman Adrian Russell.
Russell said the British bank has not yet decided whether to retain the Bital name, change the name
of its new Mexican affiliate to HSBC, or combine the two names.

Banorte rumored to be target of foreign purchase
The foreign control of the Mexican banking sector has left Inbursa and Banorte as the only large
financial institutions still controlled by Mexican interests. Banorte, whose operations are considered
very solid, is rumored to have attracted a good deal of foreign interest.
The rumors have led Banorte officials to openly declare their intention to remain Mexican-run
operations. "Our priority now is to consolidate our operation following the purchase of BanCrecer,"
said Banorte executive Othon Ruiz, who is also ABM president. Banorte received approval to acquire
financially ailing BanCrecer in September 2001 (see SourceMex, 2001-09-26). Still, denials by Ruiz
and other Banorte executives have not stopped speculation about a possible sale of the Mexican
bank to foreign buyers.
In a recent analysis, banking- industry analyst Peter Vinella said US-based Bank of America may
have an eye on Banorte. "I think we will still see more acquisitions," said Vinella. "The percentage
of foreign ownership of Mexican banks could increase even beyond its current level of just over
90%." But Banorte's relatively strong financial position could preclude a sale in the near future.
For the Mexican bank to even consider foreign bids, the buyer would have to offer at least US$2.2
billion, said the prominent financial rating service Moody's. (Sources: Associated Press, 08/21/02; La
Jornada, Spanish news service EFE, The New York Times, 08/22/02; The News, 08/22/02, 08/23/02; El
Financiero, 08/22/02, 08/26/02; Novedades, 08/22/02, 08/28/02; La Cronica de Hoy, 08/23/02, 08/28/02;
Milenio Diario, 08/21/02, 08/22/02, 08/26/02, 08/27/02, 08/29/02; El Universal, 08/22/02, 08/27/02,
09/11/02)
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